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ERC posted revenues of LE11.2 million in H1 FY10, down by 29.5% Y-0-Y
but up by 53% Q-0-Q. With no land sales in H1 FY10, ERC’s main source of reve-
nues stemmed from sales of utilities services amounting to LE6 million, up by 38%
Y-0-Y and 45% Q-0-Q. In addition to accrued interest on collection of historical sales
recording LE5 million, down by 56% Y-0-Y but up by 64% Q-0-Q. COGS/Revenues
ratio surged to 98% in H1 FY10 from 36% in H1 FY09 due to the increase in opera-
tional depreciation, amounting to LE6 million, upon adding new utility networks.

SG&A expenses edged upwards to LE12 million by 47% Y-o-Y and 24.7% Q-0-Q
backed by the increase in the salaries paid to new experts hired in ERC and its sub-
sidiary Shal Hasheesh. The surge in SG&A led to a negative EBITDA of LE12.7 mil-
lion in H1 FY10 from LE1.4 million in the same comparable period last year.

It is worth mentioning that Q2 FY10 results were positively impacted by FX gains of
LE7.8 million in Q2 FY10 with the appreciation of US$ and EURO against EGP. In
addition, interest income bounced to LE6 million in Q2 FY10 to lock in at LE10.6
million in H1 FY10. Therefore, net income figure improved to LE2.977 million in Q2
FY10 from net losses of LE2.911 in Q1 FY10 and reported LE622k in H1 FY10.

Although the company reported impairments of receivables amounting to LE3.9 mil-
lion in Q2 FY10 due to the slowdown in cash collection process, ERC’'s management
started to collect receivable of LE85 million after June 2010 driven by the improved
cash position of sub-developers.

Accordingly, ERC'’s financial and operational performance came in below our esti-
mates. Therefore, we have reduced our revenues assumptions in FY10 and ex-
pected no additional land sales in FY10. Consequently, top line and bottom line fig-
ures are expected to record LE24 million and LE1.9 million in FY10, respectively.
Thereafter, revenues and net income are forecasted to grow at a 5 year
CAGR of 114%0 and 2149%b respectively backed by the following:

e The strategic partnership with Orascom Development Holding to market, sell
and develop of Sahl Hasheesh marina.

« Improvement of tourism activities and tourists arrivals.

o Developing of recurring revenues streams by launching retail and commercial
centers.

Using a WACC of 17.33%, our DCF model has yielded a target price of LE2.23/
share, illustrating upside potential of 14% over the current market price of LE1.96/
share. Therefore, we issue an “Accumulate” recommendation of the stock.
Meanwhile, the company is trading at P/NAV of 0.37x FY10 above the av-
erage industry P/NAV of 0.32x.

Fiscal Year 2008a 2009a 2010e 2011f 2012f
Revenues 347.78 25.78 24.17 173.54 259.17
Growth -3.08% -95.42% 55.90% 618.01% 49.35%
EBITDA Margin 85.49% -9.92% -36.22% 63.57% 64.17%
Net Income 265.81 -3.37 2.01 131.14 171.65
Net Attributable Income 264.602 -3.948 1.997 130.541 160.622
EPS (LE) 0.2520 -0.0038 0.0019 0.1243 0.1530
DPS (LE) 0.00 0.00 0.00 0.07 0.10
Book Value / Share (LE) 0.99 1.02 1.50 1.54 1.60
P/E (x) 7.78 -521.29 1,030.49 15.77 12.81
Dividend Yield (%) 0.00% 0.00% 0.00% 3.81% 4.98%
P/BV x 1.98 1.91 1.31 1.27 1.23
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Income Stat 2008a 2009a 2010e 2011f 2012f
FINANCIAL Revenues 347.8 25.8 24.2 173.5 259.2
SUMMARY Growth -3.08% -95.42% 55.90% 618.01% 49.35%

(Figures in LE miflion) COGS 15.6 0.0 11.2 28.5 41.0

SG & A 34.8 28.3 21.8 34.7 51.8

EBITDA 297.3 -2.6 -8.8 110.3 166.3

EBITDA Margin 85.49% -9.92% -36.22% 63.57% 64.17%

Depreciation & Amortization 2.2 5.7 9.6 9.8 10.0

Operating EBIT 295.1 -8.2 -18.4 100.5 156.3

Interest Income 21.5 23.9 20.9 63.4 58.3

Non-Operating Revenues 33.93 0.75 0.00 0.00 0.00

Pre Tax Income 340.0 10.3 2.5 163.9 214.6

Pre Tax Income Growth 14.42% -96.97% -75.67% 6436.53% 30.90%

Income Tax 80.1 11.5 0.5 32.8 42.9

Effective Tax Rate 23.56% 111.34% 20.00% 20.00% 20.00%

NPAT 259.9 -1.2 2.0 131.1 171.7

Extraordinary Items 5.97 0.00 0.00 0.00 0.00

Minority Interest 1.21 0.58 0.01 0.60 0.78

Net Income 265.8 -3.4 2.01 131.1 171.7

Profit Share to Employees & Board 0 0.0 0.0 0.0 10.3

Net Attributable Income - NAI 264.6 -3.9 1.997 130.5 160.6

ROS 76.08% -15.31% 8.26% 75.22% 61.97%

Balance Sheet 2008a 2009a 2010e 2011f 2012f

Cash & Marketable Securities 371.2 309.2 353.2 1,092.0 1,022.8

Trade Receivables-Net 322.5 393.5 542.0 80.5 203.6

Inventory 351.3 373.5 417.6 459.8 571.9

Other Current Asset 25.5 15.0 0.0 0.0 0.0

Total Current Asset 1,070.5 1,091.2 1,312.7 1,632.4 1,798.4

Net Fixed Assets 36.7 179.8 174.0 167.8 183.8

Projects Under Implementation 231.2 152.1 175.0 201.2 231.4

Other Assets 211.7 74.0 70.3 66.7 63.4

Total Assets 1,550.1 1,497.1 1,732.0 2,068.2 2,277.1

Short Term Bank Debt 0.0 0.0 0.0 0.0 0.0

CPLTD 0.0 0.0 0.0 0.0 0.0

Accounts Payable 35.8 36.3 16.9 121.5 181.4

Dividend Payable 0.4 0.4 0.1 86.2 112.8

Other Current Liabilities 114.4 38.5 7.3 52.1 77.8

Total Current Liabilities 233.2 142.7 30.3 303.1 436.7

Long-Term Debt 0.0 0.0 0.0 0.0 0.0

Provisions for Deferred Taxes 0.8 7.4 7.4 7.4 7.4

Provisions 0.4 0.4 0.4 0.4 0.4

Other non-current liabilities 196.3 192.1 27.5 28.9 35.1

Total Shareholders' Equity 1,041.4 1,076.0 1,575.5 1,619.9 1,678.0

Total Liab.& Shareholders' Equity 1,550.1 1,497.1 1,732.0 2,068.2 2,277.1

Free Cash Flow Statement 2008a 2009a 2010e 2011f 2012f

NOPLAT 222.8 -18.9 -14.7 80.4 125.0

Non-Cash Items 2.2 5.7 9.6 9.8 10.0

Gross Cash Flow 225.0 -13.2 -5.1 90.2 135.1

Gross Investments -46.7 46.9 160.6 -568.8 181.0

Non -Operating Cash Flow 22.4 0.8 0.0 0.0 0.0

Free Cash Flow 294.0 -59.2 -165.7 659.0 -46.0

Financing Flow

Interest Income After-Tax -21.0 -21.2 -16.7 -50.8 -46.6

Investment Income After-Tax 0.0 0.0 0.0 0.0 0.0

Increase in Excess Cash & M. Sec. 0.0 0.0 348.3 709.0 -86.3

After-Tax Interest Expense 0.0 0.0 0.0 0.0 0.0

Decrease in Debt & Bonds 0.0 0.0 0.0 0.0 0.0

Dividends Paid 1.3 0.6 0.3 -7.1 76.7

Non-Appropriation Items 0.0 0.0 0.1 7.8 10.3

Total Financing Flow 294.0 -59.2 -165.7 659.0 -46.0

SourceERC& Prime Estimates
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Recommendation

Stock Recommendation Guidelines

Target-to-Market Price (x)

Strong Buy
Buy
Accumulate
Hold
Reduce
Sell

Strong Sell

X > 25%
15% < x <25%
5%< x <15%
-5% < x < 5%
-15% < x < -5%
-25% < x < -15%

X < -25%

Investment Grade

Explanation

Growth
Value

Income

Speculative

3 Yr. Earnings CAGR > 20%
Equity Positioned Within Maturity Stage of Cycle

Upcoming Dividend Yield > Average LCY IBOR

Quality Earnings Reflect Above Normal Risk Factor
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Disclaimer

Information included in this report has no regard to specific investment objectives, financial situation, advices or particular needs of the report users.
The report is published for information purposes only and is not to be construed as a solicitation or an offer to buy or sell any securities or related
financial instruments. Unless specifically stated otherwise, all price information is only considered as indicator.

No express or implied representation or guarantee is provided with respect to completeness, accuracy or reliability of information included in this re-
port.

Past performance is not necessarily an indication of future results. Fluctuation of foreign currency rates of exchange may adversely affect the value,
price or income of any products mentioned in this report.

Information included in this report should not be regarded by report users as a substitute for the exercise of their own due diligence and analysis
based on own assessment and judgment criteria. Any opinions given are subject to change without notice and may significantly differ or be contrary to
opinions expressed by other Prime business areas as a result of using different assumptions and criteria. Prime Group is under no obligation respon-
sible to update or keep current the information contained herein.

Prime Group, its directors, officers, employees or clients may have or have had interests or long or short positions in the securities and/or currencies
referred to herein, and may at any time make purchases and/or sales in them as principal or agent.

Prime Group, its related entities, directors, employees and agents accepts no liability whatsoever for any loss or damage of any kind arising from the
use of all or part of these information included in this report. Certain laws and regulations impose liabilities which cannot be disclaimed. This disclaimer
shall, in no way, constitute a waiver or limitation of any rights a person may have under such laws and/or regulations.

Furthermore, Prime Group or any of the group companies may have or have had a relationship with or may provide or have provided other services,
within its objectives to the relevant companies.

Copyright 2010 Prime Group all rights reserved. You are hereby notified that distribution and copying of this document is strictly prohibited without
the prior approval of Prime Group.
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